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The Honorable Randy McNally
Speaker of the Senate
The Honorable Cameron Sexton
Speaker of the House of Representatives
and
Ms. Krista Carsner, Executive Director
Fiscal Review Committee
425 5th Avenue North, Suite 102
Nashville, TN 37243
Ladies and Gentlemen:
We have conducted a performance audit of selected programs and activities of the Fiscal
Review Committee for the period July 1, 2017, through June 30, 2019.
Our audit disclosed one finding, which is detailed in the Audit Conclusions section of this
report. Management of the Fiscal Review Committee has responded to the audit finding; we have
included the response following the finding. We will follow up the audit to examine the
application of the procedures instituted because of the audit finding.
Sincerely,
Deborah V. Loveless, CPA, Director
Division of State Audit
DVL/dww
20/022

Division of State Audit

Fiscal Review Committee
Performance Audit
July 2020

Our mission is to make government work better.

AUDIT HIGHLIGHTS
We have audited the Fiscal Review Committee for the period July 1, 2017, through June
30, 2019. Our audit scope included a review of internal controls and compliance with laws,
regulations, policies, and procedures in the following areas:


information systems;



fiscal notes;



risk assessment;



contract review;



staff operations manual and employee evaluations; and



statutory reporting responsibilities.

KEY CONCLUSIONS

FINDING
 The Fiscal Review Committee and the Office of Legislative Information Systems did
not design or implement sufficient internal controls in certain areas and did not monitor
internal controls in other areas (page 6).
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INTRODUCTION

AUDIT AUTHORITY
This is the report on the performance audit of the Fiscal Review Committee. Section 8-4109, Tennessee Code Annotated, states the following:
The comptroller of the treasury is hereby authorized to audit any books and
records of any governmental entity created under and by virtue of the statutes of
the state which handles public funds when such audit is deemed necessary or
appropriate by the comptroller of the treasury. The comptroller of the treasury shall
have the full cooperation of officials of the governmental entity in the
performance of such audit or audits.
The audit was conducted pursuant to Section 4-3-304, Tennessee Code Annotated, which
requires the Department of Audit to audit all accounts and financial records of any state
department, institution, office, or agency in accordance with both generally accepted auditing
standards and procedures established by the Comptroller. An audit may include any or all of the
following elements: financial, compliance, economy and efficiency, program results, and program
evaluations.

BACKGROUND
The 85th General Assembly established the Fiscal Review Committee in 1967 as a special,
continuing committee to keep the members of the legislature informed of the fiscal affairs of the
State of Tennessee.
Presently, the committee is composed of six senators and nine representatives, elected by
members of the Senate and House of Representatives, respectively. Additionally, the chairs of the
Finance, Ways and Means Committee of each house serve as ex-officio voting members, while
the speakers of each house serve as ex-officio, non-voting members. See Appendix 3. In May
2019, Public Chapter 476 amended Section 3-7-101(b)(1), Tennessee Code Annotated, and
changed the composition of the Fiscal Review Committee to 7 senators and 7 representatives, for
a total of 14 members, beginning in January 2021.
The committee elects from its membership a chair, a vice chair, and other officers as it
considers necessary. Pursuant to Section 3-7-101(e), Tennessee Code Annotated, the chair and
vice chair must be from opposite houses of the General Assembly, and the positions rotate between
the Senate and House of Representatives every two years. The current committee chair is from
the House, and the current vice-chair is from the Senate.
The committee’s staff responsibilities include preparing fiscal notes showing the estimated
effect on expenditures and revenues of bills and resolutions introduced in the General Assembly
and preparing estimates of state tax revenues and net lottery proceeds. In March 2017, Public
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Chapter 110 of the 110th General Assembly amended Section 3-2-107(a)(1), Tennessee Code
Annotated, requiring that fiscal notes be completed “upon a standing committee . . . placing such
bill or resolution on the committee’s calendar for action.” Prior to that time, fiscal notes were
required to be completed within 10 days following the introduction of a bill or resolution.
Additionally, the contract services subcommittee of the Fiscal Review Committee is a
statutory subcommittee of the full committee. It is charged with reviewing a wide range of state
contracts, excluding matters being reviewed by the Information Systems Council, pursuant to
Section 3-7-112, Tennessee Code Annotated; contracts for highway and road improvement
reviewed by the Department of Transportation; contracts reviewed by the State Building
Commission; and debt issuance contracts reviewed by the Comptroller of the Treasury, pursuant
to Section 4-56-107, Tennessee Code Annotated.
Presently, the Fiscal Review Committee has authority to appoint the executive director.
The committee consists of 15 positions, including the executive director. In May 2019, Public
Chapter 476 amended Section 3-7-107, Tennessee Code Annotated, and beginning July 2020, the
Speakers of the Senate and the House will appoint the executive director.
An organizational chart for the Fiscal Review Committee is on the following page. The
committee’s business unit code in Edison is 30150.
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Fiscal Review Committee
Organizational Chart
December 2019
General Assembly
Joint Committee
(Members Elected by Legislature)

Ex-Officio Voting and
Non-Voting Members

Executive Director

Executive Assistant

Assistant Director

Fiscal Analyst III

Fiscal Analyst II

Fiscal Analyst I

Fiscal Analyst II

Fiscal Analyst I

Fiscal Analyst II

Fiscal Analyst I

Fiscal Analyst II

Fiscal Analyst I

Fiscal Analyst II

Fiscal Analyst I

Fiscal Analyst II

Source: Fiscal Review Committee.
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AUDIT SCOPE
We have audited the Fiscal Review Committee for the period July 1, 2017, through June
30, 2019. Our audit scope included a review of internal controls and compliance with laws,
regulations, policies, and procedures in the areas of information systems; fiscal notes; risk
assessment; contract review; staff operations manual and employee evaluations; and statutory
reporting responsibilities. Management of the Fiscal Review Committee is responsible for
establishing and maintaining effective internal control and for complying with applicable laws,
regulations, policies, and procedures.
We provide further information on the scope of our assessment of internal control
significant to our audit objectives in Appendix 1. In compliance with generally accepted
government auditing standards, when internal control is significant within the context of our audit
objectives, we include in the audit report (1) the scope of our work on internal control and (2) any
deficiencies in internal control that are significant within the context of our audit objectives and
based upon the audit work we performed. We provide the scope of our work on internal control
in the detailed methodology of each audit section and in Appendix 1, and we identify any internal
control deficiencies significant to our audit objectives in our audit conclusions, audit findings, and
audit observations.
For our sample design, we used nonstatistical audit sampling, which was the most
appropriate and cost-effective method for concluding on our audit objectives. Based on our
professional judgment, review of authoritative sampling guidance, and careful consideration of
underlying statistical concepts, we believe that nonstatistical sampling provides sufficient
appropriate audit evidence to support the conclusions in our report. Although our sample results
provide reasonable bases for drawing conclusions, the errors identified in these samples cannot be
used to make statistically valid projections to the original populations. We present more detailed
information about our methodologies in the individual sections of this report.
We conducted our audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.
The Comptroller of the Treasury is elected for a two-year term in a joint vote by both the
houses of the Tennessee General Assembly (Senate and House of Representatives, which are
headed by the Speaker of the Senate and the Speaker of the House, respectively). We do not
believe that the election of the Comptroller of the Treasury by the General Assembly affected our
ability to conduct an independent audit of the Fiscal Review Committee.
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PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report for the Fiscal Review Committee
was dated January 2017 and contained two findings. The committee filed its report on July 31,
2017. We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that the Fiscal Review Committee resolved the previous audit
findings concerning management’s risk assessment of their operations and management’s statutory
requirements for fiscal notes.

AUDIT CONCLUSIONS

INFORMATION SYSTEMS
The Fiscal Review Committee relies on various information systems to support the General
Assembly and its committees, commissions, and support agencies. The Office of Legislative
Information Systems (LIS) is responsible for providing information technology services and
desktop support to the committee’s staff. LIS is also responsible for the committee’s network,
which allows employees access to the committee’s files and applications.
Audit Results
Audit Objective: Have the Fiscal Review Committee and the Office of Legislative Information
Systems implemented sufficient information systems internal controls, and did
these controls operate as designed and based on industry best practices?
Conclusion:

Management from the Fiscal Review Committee and the Office of Legislative
Information Systems did not design or implement sufficient internal controls
in certain areas and did not monitor internal controls in other areas. See
Finding.
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Methodology to Achieve Objective
To achieve our objective, including assessing management’s design, implementation, and
operating effectiveness of internal control as it relates to information systems, we evaluated
management’s information systems controls based on the Office of Legislative Information
Systems’ information systems policies and industry best practices.
Finding – The Fiscal Review Committee and the Office of Legislative Information Systems
did not design or implement sufficient internal controls in certain areas and did not monitor
internal controls in other areas
The Fiscal Review Committee and the Office of Legislative Information Systems did not
design or implement sufficient internal controls in certain areas and did not monitor internal
controls in other areas. We observed conditions where both offices did not comply with
information systems policies or industry best practices.
Insufficient design, implementation, and operation of internal controls increase the
likelihood of errors, data loss, and unauthorized access to office information. Pursuant to Standard
9.61 of the U.S. Government Accountability Office’s Government Auditing Standards, we omitted
details from this finding because they are confidential under the provisions of Section 10-7-504(i),
Tennessee Code Annotated. We provided the Fiscal Review Committee and the Office of
Legislative Information Systems with detailed information regarding the specific conditions we
identified, as well as the related criteria, causes, and our specific recommendations for
improvement.
Recommendation
The Fiscal Review Committee and the Office of Legislative Information Systems
management should ensure that these conditions are corrected by the prompt development and
sufficient implementation of internal controls in these areas. Management from both offices
should ensure that risks associated with this finding are adequately identified and assessed in a
documented risk assessment; document sufficient controls to mitigate the risks; assign staff to be
responsible for ongoing monitoring of the risks and mitigating controls; and take action if
deficiencies occur.
Fiscal Review Committee Management’s Comment
Fiscal Review Committee management concurs with the finding. Management follows the
policies and procedures of the Office of Legislative Information Systems relating to use of
applications and computer systems as communicated by the Office of Legislative Information
Systems management. Fiscal Review Committee management will work with the Office of
Legislative Information Systems management to ensure internal controls and policies regarding
such controls are sufficient and followed as they relate to the work of the Fiscal Review
Committee.
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Office of Legislative Information Systems Management’s Comment
Legislative Information System Management concurs and will implement sufficient
internal controls to comply with the audit finding.

FISCAL NOTES
The Fiscal Review Committee’s responsibilities include preparing fiscal notes1 for all
general bills or resolutions introduced in the General Assembly that have a fiscal effect on state or
local government. In March 2017, Public Chapter 110 of the 110th General Assembly amended
Section 3-2-107(a)(1), Tennessee Code Annotated, requiring that fiscal notes be completed “upon
a standing committee . . . placing [such] bill or resolution on the committee’s calendar for action.”
Previously, staff had no more than 10 days following the introduction of a bill to provide a fiscal
note to the General Assembly. Additionally, staff are responsible for fiscal memorandums (issued
for amendments to bills) and for corrected fiscal notes or memorandums (issued if the original
document contains erroneous information), and they must provide fiscal memorandums within 24
hours on proposed amendments to members of the General Assembly.
Fiscal Note Process
The committee’s executive director or senior analyst assigns a proposed bill to a fiscal note
analyst to prepare the draft fiscal note. Within 24 hours of the bill assignment, the analyst sends a
fiscal note support form request to the agencies most likely to be affected by the proposed
legislation (analysts can request information from multiple agencies, as needed). The agency has
three business days (excluding weekends and holidays) to submit the requested information to the
committee. In addition to the agency information, an analyst also reviews state statute related to
the bill and similar bills from current or previous legislative sessions.
The senior analyst reviews the drafted fiscal note and works with the analyst to address any
questions or comments. The committee’s assistant director performs a second review, and the
executive director performs the last review before approving the fiscal note electronically in
FileNet.2 The approved note with electronic signature also appears in the Fiscal Note Program3
(with date of approval), in the TN Bill Tracking System,4 and on the General Assembly’s website.
Table 1 shows the approximate number of fiscal notes and memorandums completed for
each legislative session during our audit.

1

A fiscal note is a document that estimates the fiscal impact of a piece of legislation if enacted.
FileNet is an electronic storage, fiscal note review, and workflow system managed by the Department of Finance
and Administration’s Strategic Technology Solutions. Committee staff and management use FileNet to review fiscal
notes and maintain supporting documentation.
3
The Fiscal Note Program is the information system committee staff use to draft fiscal notes. It is supported by the
Office of Legislative Information Systems.
4
The TN Bill Tracking System, managed by the Office of Legislative Information Systems, is used for submission of
fiscal note support forms for proposed legislation.
2
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Table 1
Number of Fiscal Notes and Memorandums Issued
Calendar Year (Session)
2019 (111th session)
2018 (110th session)
Total

Fiscal Notes
1,984
1,317
3,301

Fiscal Memorandums
1,316
1,198
2,514

Source: Office of Legislative Information Systems.

Results of Prior Audit
In the January 2017 performance audit, we reported that fiscal notes were not completed
within the 10-day statutory requirement. Management responded that they would defer to the
General Assembly for any statutory changes to the 10-day requirement.
Audit Results
1. Audit Objective: Did Fiscal Review Committee staff follow established procedures for
preparing fiscal notes for filed bills?
Conclusion:

Based on our testwork, committee staff followed the established procedures
for preparing fiscal notes, with minor exceptions.

2. Audit Objective: Did committee staff complete fiscal notes prior to bills appearing on the
committee calendar?
Conclusion:

Based on our testwork, committee staff completed fiscal notes prior to bills
appearing on a committee calendar.

Methodology to Achieve Objectives
To achieve our objectives, including assessing management’s design, implementation, and
operating effectiveness of internal control as it relates to fiscal notes, we reviewed applicable laws,
regulations, and policies. We interviewed the committee’s chair and vice-chair, committee staff,
and the Director of Legislative Information Systems. We reviewed fiscal notes and supporting
documentation. From a population of 3,301 fiscal notes, we selected a nonstatistical sample of 25
items for the period July 1, 2017, to June 30, 2019. We conducted testwork to determine whether
the fiscal note analyst prepared the fiscal note in compliance with committee policy and procedures
and with state statute.

RISK ASSESSMENT
Risks of noncompliance, errors, fraud, waste, and abuse are mitigated by effective internal
controls. In addition to performing and documenting a risk assessment, it is management’s
responsibility to design, implement, and monitor effective controls in the entity as an ongoing
process to mitigate any identified risks. An ongoing risk assessment process is a basic component
8

of internal control. The ultimate purpose of a periodic risk assessment is to allow management to
take effective action to eliminate or mitigate each of the risks identified.
Results of Prior Audit
In the Fiscal Review Committee’s January 2017 performance audit, we reported that
management had not fulfilled its responsibility to annually assess the committee’s operational and
fiscal risks of noncompliance, errors, fraud, waste, and abuse. Management responded that they
were in the process of completing their risk assessment and would assign staff specific
responsibilities to ensure that assessments were conducted annually.
Audit Results
Audit Objective: In response to the prior audit finding, did management establish a formal risk
assessment process and conduct annual risk assessments of the Fiscal Review
Committee’s operations?
Conclusion:

Based on our review, management developed a process to identify risks and
established controls to mitigate those risks. Management completed risk
assessments in 2017 and 2018, with minor documentation issues.

Methodology to Achieve Objective
To achieve our objective, including assessing management’s design and implementation
of internal control as it relates to risk assessment, we obtained and reviewed management’s 2017
and 2018 risk assessments. We interviewed management and staff to gain an understanding of the
process used to complete the assessment.

CONTRACT REVIEW
As part of its ongoing review of the state’s fiscal status, the Fiscal Review Committee is
responsible for reviewing state contracts. Section 3-7-112(a), Tennessee Code Annotated,
provides for a contract services subcommittee whose purpose is to “become knowledgeable about
the state’s use of contract services and to impart this knowledge to the members of the general
assembly.”
Committee Meetings
The current and most recent committee chair chose not to appoint a separate subcommittee;
instead, the full committee reviews all contracts presented. During the scope of the audit period,
the committee met 14 times to review contracts.
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Prior to each meeting, the committee’s staff (see organizational chart on page 3) prepare a
meeting agenda and all contract information. The agendas typically include 1) a consent calendar5
of agency term6 and statewide contracts;7 2) a list of the non-competitive contracts that will be
presented; 3) notice of presentations; and 4) other business, as applicable.
Consent Calendar of Agency and Statewide Contracts
The state’s Central Procurement Office (CPO) provides committee staff a list of statewide
and agency term contracts approximately 20 days before a committee meeting. However, upon
reviewing the consent calendar, committee members may request to have a contract on the consent
calendar heard individually at the meeting. Committee management and staff work with the
applicable state entities and CPO to prepare materials for the committee members to review. These
materials include


a summary sheet for each proposed contract or amendment with contract terms and
maximum liability;



explanations of the contract or amendment terms; and



detailed justifications for why the goods or services should be acquired through noncompetitive negotiation, if applicable.

At each meeting, the committee members review the agency term and statewide consent
calendars collectively and hear presentations for each proposed contract or amendment on the
agenda, and members ultimately make proposals for either a positive or negative non-binding
recommendation. The committee’s negative recommendation could result in a delay of approval
on the contract.
Individual Review of Noncompetitive Contract
The Fiscal Review Committee is required to individually review and comment on proposed
noncompetitive contracts for goods or services. Pursuant to Section 4-56-107, Tennessee Code
Annotated,
All requests of the procuring agency to procure goods or services by negotiation
with a single service provider, referred to in this section as a noncompetitive
contract, shall be contemporaneously filed with the fiscal review committee of the
general assembly, comptroller of the treasury and the chief procurement officer.
Those contracts include the following parameters:

5
A consent calendar, as defined by Robert’s Rules of Order, allows the committee to approve items that do not need
any discussion or debate either because they are routine or because they have already been agreed upon unanimously.
6
An agency term contract is a state agency contract in which a source or sources of supply are established for a
specified period of time at an agreed-upon unit price or prices.
7
A statewide contract, established by the Chief Procurement Officer, is a contract for goods or services that all state
agencies must use and that may be used by local government, higher education, and nonprofit entities.
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proposed noncompetitive contracts that when all optional terms are exercised exceed
$250,000 in value and one year in length;



proposed contract amendments (competitive and noncompetitive) that meet the
requirements above, and
o increase or decrease the maximum liability,
o extend or shorten the term,
o change the vendor or vendor name; or



substantive changes to an original contract or amended contract.

To allow for the required 40-business-day review period before the state can enter into a
noncompetitive contract, a department or agency must present the contract to the committee 60
days before the effective date of the next contract. The department or agency is considered late if
it submits a contract less than 60 days before the contract begins. If late, the entity’s Commissioner
must be present at the committee meeting to explain the late contract submission. The Fiscal
Review Committee makes the contract information available to the public on the committee’s
website.
Results of Prior Audit
In the committee’s January 2017 performance audit, we reported that committee
management and staff did not discuss and obtain approval from committee members regarding the
types of contracts they wish to review. Additionally, the committee’s staff did not ensure that
CPO and state agencies sent them a complete list of contracts requiring committee review.
Management responded that they planned to meet with CPO staff to decide which contracts were
placed on the consent calendar and then present that information to each new committee for
approval. Management also stated that they would begin reconciling the contract lists to Edison.
Results of Current Audit
Consent Calendars
At the request of the committee’s executive director, during the committee’s December
2017 meeting, the committee members heard presentations by the Department of Finance and
Administration’s Strategic Technology Solutions (STS) and CPO about the contract process. STS
presented information on the STS contract redaction process and CPO presented information about
contracts, which led to a discussion of agency term and statewide contracts. After the meeting,
the committee chair requested committee members to contact the executive director with any
questions and to submit to committee management and staff if they wanted to make any changes
to the types of contracts on the consent calendars. At that time, the committee chair did not make
any changes to the types of contracts to be reviewed because members did not ask for changes. In
January 2019, committee management and staff met with the new chair, who maintained the same
requirements as the previous chair.
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Contract Review
As noted in the prior audit, for the consent calendars, staff relied on CPO to provide
accurate and complete lists of contracts for the committee to review. Committee staff receive
notifications of noncompetitive contracts directly from state entities, as required by state statute;
as a secondary check, committee management and staff rely on Comptroller’s Office staff to notify
them if entities do not submit contracts to the committee for review. Reliance on other parties,
such as CPO and the Comptroller’s Office, presents committee management and staff with unique
challenges to ensure that the committee has the complete list of contracts required or requested for
review. Because external parties are involved in the process, committee management should
coordinate with these parties to ensure the committee can provide members information needed to
perform their responsibilities. In May 2018, the committee’s executive director contacted STS
about creating an application that would facilitate the committee’s contract review workflow. The
intent of the application would allow state entities to submit all contract and contract amendment
documentation into one system that would allow for real-time edits and updates. The new
workflow would also let STS review all submitted information system contracts and amendments
for necessary redactions. Committee management and staff could then populate all required
information after committee members completed their review. Eventually, when the application
is fully functional, all applicable parties would use the system to submit all contracts, including
consent calendar contracts, thus improving the contract review process. According to the
executive director, the initial implementation date is planned for April 2020.
The executive director stated that the new system will provide more time for committee
staff to review contracts prior to committee meetings and give staff more control over agenda
items, such as the consent calendar’s contracts instead of relying on CPO to provide a list.
Additionally, the system will be more efficient than the current process of agencies submitting
contracts to the committee by email.
Because the application was not in use during the scope of our audit, we could not
determine whether this new application will provide the committee with sufficient assurance that
they have received a complete list of contracts. We plan to review the application in the
committee’s next audit, in addition to any responsibilities that other parties, such as CPO and other
state agencies, may have in the contract review process.
Audit Results
Audit Objective: In response to the prior audit observation, did committee management and staff
evaluate the contract review process and develop a process to ensure that the
committee has all required and all member-requested contracts available to
review?
Conclusion:

Management and staff evaluated the contract review process and are working
with the Department of Finance and Administration’s Strategic Technology
Solutions to develop an information system that will allow state entities to
submit contract information, including consent calendar contracts, to improve
efficiency; however, management currently has to rely on the Central

12

Procurement Office and the Comptroller’s Office to vet the completeness of
the consent calendar. We will audit the functionality of the new system during
the next audit.
Methodology to Achieve Objective
To achieve our objective, including assessing management’s design and implementation
of internal control as it relates to the contract review process, we obtained and reviewed the
committee’s contract process from the Fiscal Review Committee Staff Information Manual. We
reviewed the committee’s website and the information made available to agencies related to the
requirements for submitting contracts for review by the committee. We reviewed video recordings
of all 2019 committee meetings, the November 2018 committee meeting, and the December 2017
committee meeting. We interviewed the committee chair and vice-chair, the executive director,
and the fiscal analyst responsible for preparing information for the contract review meetings. We
attended a meeting between STS and committee staff related to the information system in
development.

STAFF OPERATIONS MANUAL AND EMPLOYEE EVALUATIONS
The Fiscal Review Committee’s management and staff adopted a new Fiscal Review
Committee Staff Information Manual to replace the prior Staff Operations and Procedures Manual.
This manual provides management and staff descriptions of their job responsibilities and guidance
for completing their assignments. The manual has 23 chapters and addresses personnel policies,
standards of conduct, operating procedures, guidance for preparing fiscal notes and revenue
estimates, instructions for the contract review process, and checklists. In addition, committee
management included several chapters that are identified as Training Tracks. These chapters are
designed to help employees with writing fiscal notes, preparing revenue estimates, and other job
duties by describing the processes and including assignments for them to complete. As of
November 2019, committee management was in the process of reviewing and updating the manual
as needed.
Committee management also developed a standardized employee performance evaluation
tool for evaluating committee staff. By using the Fiscal Review Committee Staff Performance
Evaluation Form, management provides written and verbal feedback to staff by rating their job
performance on 30 different topics, including timeliness, quality of research related to fiscal note
writing, and effectiveness of revenue estimations. Supervisors complete the evaluations annually
after the end of the legislative session for the employee’s work for the fiscal year.
During the 2019 evaluation process, management determined that the performance
evaluation form’s questions and rating scale were tailored to the fiscal analyst positions and not to
the assistant director or executive assistant positions. Management is developing an evaluation
tool to use for both of those positions.
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Results of Prior Audit
The January 2017 performance audit included an observation that the Staff Operations and
Procedures Manual had not been updated since 2008 and that employees were not periodically
evaluated as described in the manual. Additionally, management had not developed an employee
performance evaluation form.
Audit Results
Audit Objective:

In response to the prior audit observation, did management develop a staff
evaluation form and complete annual staff evaluations?

Conclusion:

Management developed a staff evaluation process and evaluated staff for
the fiscal years ending 2018 and 2019.

Methodology to Achieve Objective
To achieve our objective, including assessing management’s design, implementation, and
operating effectiveness of internal control as it relates to staff evaluations, we obtained and
reviewed the Fiscal Review Committee Staff Information Manual, dated September 2018, and
interviewed the executive director, assistant director, and three fiscal analysts. We reviewed all
completed staff evaluations for the fiscal years 2018 and 2019.

STATUTORY REPORTING RESPONSIBILITIES
The Fiscal Review Committee is responsible for providing fiscal information about the
state’s finances to the General Assembly, such as reporting on litigation that could result in a
significant increase in state expenditures, providing information regarding the state programs that
have significant reductions of federal support, and reporting quarterly on the Division of
TennCare’s expenditures.
In 2016, committee management compiled the Statutory Responsibilities list, which
includes approximately 40 different committee responsibilities mandated by statute. Each item
listed includes a statute citation; a description of the responsibility and the information needed to
complete it; and the date it is due. The list is included in the Fiscal Review Committee Staff
Information Manual as a reference tool for committee staff.
At the end of the 2019 legislative session, committee management organized a staff work
group to review Tennessee Code Annotated to update the list. The executive director stated that
the team is currently meeting monthly as part of a continual process to keep the list current. The
executive director reviews the group’s recommendations, updates the list, and assigns staff to the
reporting responsibilities added to the list.
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Audit Results
Audit Objective: Was management’s compilation of the committee’s statutory responsibilities
complete?
Conclusion:

Based on our review, the compilation of statutory responsibilities was
complete, with minor exceptions.

Methodology to Achieve Objective
To achieve our objective, including assessing management’s design and implementation
of internal control as it relates to the committee’s statutory reporting responsibilities, we
interviewed management and reviewed the 2016 Statutory Responsibilities list prepared by fiscal
review staff to gain an understanding of the process to identify and document statutory reporting
responsibilities. We reviewed statutory responsibilities prepared by fiscal review staff and
compared them to statutory requirements listed in Tennessee Code Annotated.
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APPENDICES
APPENDICES

APPENDIX 1
Internal Control Significant to the Audit Objectives
The Government Accountability Office’s Standards for Internal Control in the Federal
Government, known as the Green Book, sets internal control standards for federal entities and
serves as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview,8
Internal control is a process used by management to help an entity achieve its objectives
. . . Internal control helps an entity run its operations effectively and efficiently; report
reliable information; and comply with applicable laws and regulations.
The Green Book’s standards are organized into five components of internal control. In an
effective system of internal control, these five components work together in an integrated manner
to help an entity achieve its objectives. Each of the five components of internal control contains
principles outlining the requirements an entity should follow in establishing an effective system of
internal control. We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Information and Communication

Risk Assessment
Principle 6
Principle 7
Principle 8
Principle 9

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Principle 13
Principle 14
Principle 15

Use Quality Information
Communicate Internally
Communicate Externally

Principle 16

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

Monitoring
Principle 17

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but not
all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
In the following matrix, we list our audit objectives, indicate whether internal control was
significant to our audit objectives, and identify which internal control components and underlying
principles were significant to those objectives.
8
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment
Audit Objectives
Significance
Yes
1 Did FRC staff follow the established
procedures for preparing fiscal notes for filed
bills and complete fiscal notes prior to bills
appearing on the committee calendar?
(Reporting and Compliance)
Yes
2 Has OLA management established sufficient
internal controls over its supplies inventory?
(Operations)
Yes
3 Has OLA management established sufficient
internal controls to ensure that expenditures
are adequately supported and properly
approved? (Operations and Compliance)

1
No

2
No

3
Yes

4
No

5
No

6
No

7
No

8
No

9
No

10
No

11
No

12
Yes

13
No

14
No

15
No

16
No

17
No

No

No

Yes

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

Yes

No

No

No

Yes

No

4 Has OLA management established sufficient
internal controls to ensure that expenditures
for travel are adequately supported and
properly approved in accordance with the
Comprehensive Travel Regulations and, as
applicable, Section 3-1-106, Tennessee Code
Annotated, and travel regulations
promulgated by the Office of Legislative
Administration, per Section 3-13-101 (a)(7),
Tennessee Code Annotated? (Compliance
and Reporting)
5 Has OLA and FRC management established
a process to formally and annually perform
an assessment of operational and fiscal
internal
controls?
(Operations
and
Compliance)
6 Has FRC management established sufficient
internal controls over the contract review
process to ensure that all contracts are
included in the review process? (Compliance
and Reporting)
7 Has FRC management established sufficient
internal controls to ensure that the committee
is
complying
with
all
reporting
responsibilities as defined by state statute?
(Compliance and Reporting)

Yes

No

No

Yes

No

No

No

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

No

No

No

8 Has FRC management updated the Staff
Operations and Procedures Manual to ensure
sufficient internal controls over the
evaluation
process
for
employees?
(Operations)
9 Have the Fiscal Review Committee, Office of
Legislative Administration, and the Office of
Legislative Information Systems
implemented sufficient information systems
internal controls, and did these controls
operate as designed and based on industry
best practices? (Operations, Reporting, and
Compliance)

Yes

No

Yes

No

No

No

No

No

No

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

Yes

No

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

No
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APPENDIX 2
Expenditure and Revenue Information
Table 2
Fiscal Review Committee
Budget and Actual Expenditures and Revenues for Fiscal Year Ended June 30, 2018

Expenditures Payroll
Operational
Total
Revenues

State
Federal
Other
Total

Recommended Budget*
$1,533,600
33,500
$1,567,100
$ 1,567,100
$ 1,567,100

Actual Expenditures and
Revenues†
$1,521,000
54,000
$1,575,000
$1,575,000
$1,575,000

*Source: Tennessee State Budget, Fiscal Year 2017−2018.
†Source: Tennessee State Budget, Fiscal Year 2019−2020.

Table 3
Fiscal Review Committee
Budget and Actual Expenditures and Revenues for Fiscal Year Ended June 30, 2019

Expenditures Payroll
Operational
Total
Revenues

State
Federal
Other
Total

Recommended Budget*
$1,637,000
33,300
$1,670,300
$1,670,300
$1,670,300

Actual Expenditures and
Estimated Revenues†
$1,513,851
42,034
$1,555,885
$1,702,100
$1,702,100

*Source: Tennessee State Budget, Fiscal Year 2018−2019.
†Source: State Audit Information Systems (Actual Expenditures Fiscal Year 2018−2019) and Tennessee State Budget,
Fiscal Year 2019−2020 (estimated revenue for 2019).
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APPENDIX 3
Tennessee General Assembly
Fiscal Review Committee Members
As of December 2019
Name
Randy McNally
Cameron Sexton

Position
Speaker of the Senate
Ex-officio – Non-voting member
Speaker of the House
Ex-officio – Non-voting member

Ron Travis
Todd Gardenhire

Chair – House of Representatives
Vice-Chair – Senate

Paul Bailey
Brenda Gilmore
Sara Kyle
Steve Southerland
Bo Watson

Senate member
Senate member
Senate member
Senate member
Senate member
Chair – Finance, Ways and Means
Senate member

Ken Yager
Bill Beck
Michael Curcio
Martin Daniel
Darren Jernigan
Susan Lynn
Pat Marsh
Larry Miller
Mark White
Ryan Williams

House member
House member
House member
House member
House member
Chair – Finance, Ways and Means
House member
House member
House member
House member

Source: Tennessee General Assembly website.
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